AD-A241 855 . @
AEWEIRED

NAVAL POSTGRADUATE SCHOOL
Monterey, California

THESIS

NAVY STOCK ACCOUNT (NSA;
MATERIAL EXPENDITURE ERRORS

by
Anacleto M. Magsomkbol
g

December 1990

Thesis Advisor: James M. Fremgen

Approved for public release; distributicn is uniimited.

1-13972

Rrni o1 1o 94 010

R,




ey 2 3 e 5, gy
ek s g
2l F % p}] K P L
& d Y, } I
Hie e I *' tild
N
ek N w1
fag N »_’-', .‘:\' N
"l L biogy
2 AR 5
ey i oY PR .
B B B ® )
Bd A N B ;
e i g
!

THIS DOCUMENT IS BEST

QUALITY AVAILABLE. THE COPY
FURNISHED TO DTIC CONTAINED
A SIGNIFICANT NUMBER OF
PAGES WHICH DO NOT
REPRODUCE LEGIBLY.



Unclassif]
SECURITY CLASS./FICATION OF THIS PAGE

Form Approved
REPORT DOCUMENTATION PAGE OMB No 0704.0188
ta REPORT SECURITY CLASSIFICATION ip RESTRICTIVE MARKINGS
UNCLASSIFIED
2a SECURITY CLASSIFICATION AUTHORITY 3 DISTRIBUTION/AVAILABILITY OF REPORT
— - Approved for public release;
b DECLASSIHCATION/ DOWNGRADING SCHEDULE distribution is unlimited
4 PERFORMING ORGANIZATION REPORT NUMBER(S) S MONITORING ORGANIZATION REPORT NUMBER(S)
ba NAME OF PERFORMING ORGANIZATION 60 OFFICE SYMBOL 7a NAME OF MONITORING QRGANIZAT.ON
(if appiicable)
Naval Postgraduate Schooll Code AS Naval Postgraduate School
6c. ADDRESS (City. State, and 21P Coge) 75 ADDRESS (Gity, State. and 2iP Coae)
Monterey, CA 93943-5000 Monterey, CA 93943-5000
8a NAME OF FUNDING / SPONSORING 80 OFFICE SYMBOL |9 PROCUREMENT INSTRUNMENT IDENTIFICATION NUMBER
ORGANIZATION ('f applicable)
8c. ADDRESS (City, State, and 2P Code) 10 SOURCE OF FUNDING NUMBERS
PROGRAM PROJECT TASK WORK UNIT
ELEMENT NO NO NO ACCESSION NO

11 TITLE (Include Security Classification)

Navy Stock Account (NSA) Material Expenditure Errors

12. PERSONAL AUTHOR(S)

Magsombol, Anacleto M.

13a TYPE OF REPORT 13b TIME CQVERED 14 DATE OF REPQRT (Year, Month, Day} |'S PAGE COUNT
Master's Thesis FROM To 1990 December 22

16 SUPPLEMENTARY NOTATION The views expressed in this thesis are those of the

author and do not reflect the official policy or position of the Depart-

ent of Defense or the U.S., Government
7 COSATI CODES 18 SUBJECT TERMS (Continue on reverse if necessary and identify by block numoer)

FIELD GROUP SUB-GROUP Expenditures, Navy Stock Account (NSA), Recon-
ciliation Process, Material Expenditure Errors

19 ABSTRACT (Continue on reverse if necessary and identify by block numoer)

This thesis was an investigation of the causes that prevented large
numbers of Pacific Fleet units' NSA expenditures from processing through
the Fleet Resource Accounting Module (FRAM) at the Fleet Accounting and
Disbursing Center Pacific (FAADCPAC), San Diego, CA. §Six consecutive
months' NSA expenditure errors from December 1989 to May 1990 were used
in the analysis. The researcher concluded that the major cause of the
problem was the use of wrong fund codes by the fleet units when they
requisitioned their materials from the shore supply activities. The
researcher identified inadequate training of shipboard supply personnel
and the lack of an edit/validation process at the shore supply activities,

20 DISTRIBUTION/AVAILABILITY OF ABSTRACT 21 ABSTRACT SECURITY CLASSIFICATION
R unceassireounumted [ SAME AS ReT O] DTIC USERS Unclassified
223 NAME OF RESPONSIBLE INDIVIDUAL "7 7T T|2<o 'ELEPHONE (include Area Code} | 22¢ OFFICE SYMSOL
LJames M. Fremgen (408) 646-2644 A8/ Fm
DD Form 1473, JUN 86 Previous eartians are obsolete SECURITY CLASSIFICATION OF THIS PAGE
S/N 0102-LF-014-6603 Unclassified

1




Unclassified
SECURITY CLASSIFICATION OF THIS PAGE

S

#19 (CONTINUED)

Recommendations designed to prevent large

as the major deficiencies.
errors and to imp:ove the current accounting

numbers of NSA expenditure
system were provided.

SECURITY CLASSIFICATION OF THis PLGE

11
Unclassified

DD Form 1473, JUN B6 (Reverse)




T B e T - T R g

Rpproved for public release; distribution 1s unlimited

Navy Stock Account (NSA)
Material Expenditure Errors
by
Bnacleto M. Magsombol
Lieutenant, United States Navy
B.S., Far Eastern University, Manila, RP, 1974
Submitted 1n partial fulfillment of the
requlrements for the degree of
MASTEF. OF SCIENCE IN MANAGEMENT

from the

NAVAL POSTGRADUATE SCHOGCL
December 1990

b

Buthor:

Anaclefo M. Magsombol

hpproved by:

Ajjs Advisor

S Gienn Ebe ond Reader

ﬂ\é

David R. Whipple, Chail Department
of Administrative Sciguces




—

ARBSTRACT

This thesis was an 1investigation of the causes that
prevented large numbers of Pacific Fleet units’ NSA
expenditures from processing through the Fleet Resource
Accounting Module (FRAM) at the Fleet Accounting and
Disbursing Center Pacific (FAADCPAC), San Dieyou, CA. Six
consecutive months' NSA expenditure errors from December 1989
to May 1990 were usec¢ 1in the »2ralysis. The researcher
concluded that the major cause of the problem was the use of
wrong fund codes by the fleet units when they requisitioned
their materials from the shore supply activities. The
researcher identified inadequate training of shipboard
supply personnel and the lack of an edit/validation process
at the shore supply activities, as the major deficiencies.
Recommendations designed to prevent large numbers of NSA
expenditure errors and to improve the current accounting

system were provided.
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I. INTRODUCTION

A. BACKGROUND

o
V.
”n

Tr.e Navy Stock BAcccunt (NSA) materials are mater:

procured withn Navy Stock Fund (NSF) money [Eef. 1:p. 1-2

Trhey are stccxed and avariablie ftor i1ssue at the Navy' = stcecw
points and on board Speciai: Accounting C.ass (EAT, 207 ships
‘1.e.. sibmarine terncers (AS). combat stores <chips [AFZ
arrcraft carrisrs (CTV3, and ampnibious assault shipsz (LHR) .
Once +they are 1ssued to end-use customers. the 1ssuing

n

activity receives reimbursewment by charging the customer'
Y

cperating budget/target and crediting the Navy Stecck Fund. The

9]

charges are reported to the Financia. Irnformation Prccessing
Center (FIPC)/Authorization Rccounting Activity (ARE)

using tne Repcrt of Fund Authorization Charges (NAVCOMPT Form

2074), accompanied by Financial Detail! Cards (NAVSUP 1162 .

4

Tnese trausactions aie Kuauwn 2ar NSB material expenditures.

The Fleet Rccounting and Disbursing Center, Pacific
(FAADCPAC), one of the Navy's Financial Information Processing
Centers {FIPZ), performe becth accounting 3and disbursing
functions for all Pacific Fleet wunits and selected shore
activities. AAR 1s the accounting section of FIPC. One of
FAADCPAC's responsibilities 1s to process intra-Navy material
1ssue billings (also known as Navy Stock Account (NSA)
expenditures) coming from the Navy's Inventory Contrc. Points

(ICPs) and stock points. These expenditure documents are the

1




resu.t of material 1ssue transactions 1n response to the fleet

urnits’ MILSTEIP (M:ilitary Standard Reguisitioning and Issue

Procedure) reguisiticns Thev are preoccessed to li1guidate the
cutstanding obliigations which are maintained 1r FAADCPAT's

F.eet Recource RAccoun*ing Module {FRAM).

e FREM system starts the reconrnciliation process by

first val:dating the data elemen*s of Trhe expendiiure
- b
documen*t . wWnern tne expend.ture passes the validation procecss
tre system wi.! Leglr searcning for the matching obl:gat:ion.
Py g =] -

¢ fai. the validation will appear cn the morthily

-

expenditure errov listings. which have to be i1nvestigated and
manua. .y processed by the accounting technic:ans.

Expenditures tha* fa:l the val:dation prccess are ca.led

expeniiture errors. Theose that pass, but are unakle to
f:nd matching ckiigations. are known as unmatched expend:-
tures. Eis*crically the Navy has had great diff:icul+ty 1n
precesszing expenditures due - the large number of expend:iure

er

~
O
[
o

and urmatched ewvpencitures bkeing received from the

tiliing activaities.

B. NEED FOR A STUDY ON EXPENDITURE ERRORS AT FAADCPAC
FAADCPAC 1s responsible for mairntaining the financial data
bases and for the recording and reporting of funds allotted
tc the Pacific Fleet units it services. One of its functions
15 accounting for O&MN funds of these units, from the submis-
sion of reguisitions for stock numbered material carried by

thhe Navy supply system through the reporting of expenditures

2
<




up the Navy chain ©f command and to the Treasur
mentioned eariler . once the reguisitioned materia. 1s 1ssued,
the Issulng activity will senz the expenditure documen*t to *tne
wetomer's assianed FIFS/BRE, whicoh  wil. attempt t¢ matcor

the expenditure with the previousiy ecstablished ob.igatilcorn.

A
s
e
AR
(1)
N
re
ot
)
(s
4
an

peniitures are validatel by tne compute: pricry

mztohing process to ensure thatl data elements are val.a an:
compatiblv. Turing  thie wvalidaticn  procesz, FRADCERLT
experiences a :arge number of rejected transacticnz due tco
crie oy more invalid and incompatible data elements Trezs
errors  prevent the expenditures from enter.ng intc: Lhe
matching  prccess, thus reguiring human 1nterventiocn and
Tanua2. reconci.iation These problems c¢cause the FID2CT/ARR
encrmous numbers of man-hourz cf error processing, cdelay the

]
[S3]

ages u

»
»

and prcovide the Type Commanders (TYCOM) with an inaccurate

C. PURPOSE, LIMITATIONS AND ASSUMPTIONS

FARZTPACT reguested that a study be conducted to determine
reasons which prevent the expenditures from processing
correc-tly wher they arrive at FIPC/AAA. The purpose of this
research i1 to find those reasons. Trhe research will feccus
o those activities that .interact with the reconciliation

rocess. Some guest:one addrescsed throughout the research
J

t

are these: What type of errors prevent the matching process?

3




Which activities created the most errors? To what extent are
the individual activities responsible for the reconciliation
difficulties and what can be done to improve the current
accounting system?

The followirg limitations will be cbserved during tr:is

Only Navy Stock Bccount (NSR) material expenditure
errors between December 198% and May 199¢C will be
evaluated.

[

2. FARDTPAC's experdi*ure error listings wi1ill be used to
P
extract errcr samples.

For the purpose of this study the following assumpticns

will be made:

r

1. The Cognizance Symbol (COG) assigned to stock numbered
material is correct.

to

FARDCPAC's fleei master dictionary has updated informa-
tion which 1s necessary to verity data elements during
the validation process.
D. METHOD OF RESEARCH

The primary source of information for this study was the
Fleet accounting section of FIPC/ARAR, 2 component of FAADCPAC,
located at San Diego, California. Six consecutive months'
transactions from FARDCPAC's NSE expenditure error listings
were examined and analyzed. There are 17,225 NSA transaction
errors from December 1989 to May 1990 which are used in the
analysis. Close liaison with FIPC/AARR personnel was main-
tained throughout the research and writing phases. Interviews
were conduc.ed with supply perscnnel currently assigned on
ships, other FPCs/ARAs and students at the Naval Postgracuate

4




School (NPS) who recently completed shipboard supply duties.
Several Navy publications about material requisitioning,
issuing and billing procedures were also consulted. Research
visits to FAADCPAC, Naval Supply Center (NSC) San Diego, ships
in the San Diego area and NSC Oakland provided the foundation

for this report.

E. THESIS ORGANIZATION

The remainder of this thesis 1is organized as follows:

Chapter I1 provides background information on the fleet
material requisitioning, bkilling and reporting process. It
describes the flow of information from the afloat units and
air sgquadrons to the Fleet ARccounting and Disbursing Center.

Chapter III describes the methodoclogy used in conducting
the research. The methods include review of current Navy
publications, examination of six consecutive months of NSA
errors, interviews, and personal observations.

Chapter IV presents the data collected. 1t also contains
an ana'ysis and interpretation of these data.

Chapter VI provides the conclusion, summary and recommen-

dations.




I1. BACKGROUND

In order to understand the NSA expenditure process and the
possible causes cf errors, this chapter will! discuss the
accounting transaction cycle, including the flow of financizal

nformation. The discussion wil!l be l:mited to Navy Stock

b

Account materials issued to the fleet units and billed by Navy
stock points and Inventory Control Points. It will cover the
flow ¢f informaticn only from the time the regquisition 1is
prepared by the customer toc the time the obligation 1is
liguidated at the FIPC/ARR, such as FAADCPAC. The flow of

accounting data is shown in Illustration 1.

A. PREPARATION AND SUBMISSION OF REQUISITION

The normal accounting transaction c¢ycle begins with a
regquirement for material. Material 1s didentified by =
National Stock Number (NSN) and a Cognizance Symbol (CO0G).
Cnce a reguirement is identified, a reguisition document is
prepared and submitted +o the supply activity (step 1 of
Illustration 1, 1in accordance with the Military Standard
Requisitioning and Issue Procedurec (MILSTRIP). The
obligation is recorded in the ship's Operating Target (OPTAR)
log during requisition preparation. One copy of the requisi-
tion document wil. be forwarded to FAADCPAC (step 2 of

Illustration 1) to record the obligation in the FRAM system.




ILLUSTRATION 1.
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MILSTRIP requisitioning is based upon the use of a coded,

single line item document for each supply transaction [Ref.

2:p. 3~10). The regquisition document is normally prepared in
an 80 column card format. Entries are made as follows:
Card Column Field Legend
1 -3 Document Identifier
4 - 6 Routing Identifier
7 Media and Status Code
§ -22 National Stock Number
23-24 Unit of Issue
25-25 Quantity
30-43 Document Number
30 Service Designator
31-35 Requisitioner
36-36 Julian Date
40-43 Serial Number
44 Demand Code
45-50 Supplementary Address
51 Signal Code
52-53 Fund Code
54-56 Distribution Code
54 Designated Monitoring Activity
55-5¢6 Cognizance Symbol
57-59 Project Code
€0-61 Priority
62-64 Required Delivery Date
65-66 Advice Code
67-73 Ncormally left blank on reguisition
74-80 Extended Price

Requisitions are normally submitted to shore supply
activities or to supply aflioat units (i.e., SAC 207 ships) by
message, mail, personal delivery or telephone. They are
documented in Navy standard form (i.e., DD 1348, NAVSUP
1250-1) computer generated 80 column cards or hard copy
message.

Submarines supported by a submarine tender (AS) and air
squadrons on board an aircraft carrier (CV) normally submit

8




their requisitions to the supporting tender and aircraft
carrier, respectively. If material is not available, then the
regquisition 1s submitted to the designated shore supply
activity. Other afloat wunits submit their requisitions
directly to the designated shore supply activity or to the
Mohile Logistic Support Force ships (supply ships) when
deployed.

Afloat units, except Special Accounting Class (SACY 207
ships, normally use Operation and Maintenance, Navy (O&MN)
funds, thus citing end-use fund codes on their reguisitions
for materials. SAC 207 ships maintain stocks of Navy Stock
Account (NSA) materials, use Navy Stock Fund dollars, and cite
SAC 207 fund codes 1n requisitioning. Material issued by
shore supply activities to a Special Accounting Class (SAC
207) ship is classified as an Other Supply Officer (0S0)
transfer. It is a transfer from one Navy Stock Fund activity

to another.

B. REQUISITION PROCESSING AND BILLING AT NAVY STOCK POINTS

Requisitions received by shore supply activities are
processed through the Stock Point Regquisition Processing
System. The information on the 80 column card document
submitted by the requisitioning unit is locaded to the system,
which interprets the coded data elements. If the NSN cited
in card columns 8-22 is in stock, an issue/receipt document
will be created. This issue/receipt document will be used to

pull the material from the warehouse and ship 1t to the




requisitioner (step 3 of Illustration 1). Once the
requisition is coded as being "released for issue/shipment"”
("BA" status), the bil! is prepared for the gquantity and unit
price of the item available for issue.

The signal code on the regquisition document tells the
issuing activity where to ship the material and whom tc
charge, which 1is either the activity in the requisitioner
block (columns 31-23) or the supplementary address (columns
45-50). The fund code {columns 52-53) 1identifies the
chargeable operating budget and the appropriate expense
element or a management subdivision of an expense element
[Ref. 3:p. A-I-4]. It is used to charge the appropriate type
commander 's funds and *o identify the nature of the expense.

The fund code also identifies the germane FIPC/AARR. Service

31-35 as either a unit of the Atlantic Fleet, Pacific Fleet
or a shcre activity.

An expenditur occurs whern the supply system i1ssues
materials or a disbursing officer makes payment citing an
appropriation [Ref. 3:p. RA-I-3]. Expenditure documents are
forwarded to the Fleet Accounting and Disbursing Center by the
issuing or paying activity (step 4 of Illustration 1) and will
be used in the process of matching unfilled orders (obliga-
tions) with expenditures and in posting the expenditures
against an activity's funds. When the Navy stock point issues

NSA materials to fl-et end-users, the issuing activity

10




reimburses the Navy Stock Fund by charging the appropriated
funds (normally Operation and Maintenance, Navy (O&MN)) based
on the infrormztion cited on the requisitiorn document. The
combination of service designator code, fund code and fiscal
year on the reguisition specifically identifies the appro-
priate accounting classification (appropriztion, subhead,
operating budge: and Ruthcrization Accounting Activity) and
expense element [Ref. 3:p. A-II-51.

Iessues of NS2 materials to Navy customers are billed via
a Report of Fund Authorization Charges (NAVCOMPT Fcrm 2074,
with one supporting Financial Detail Card (NAVSUP 11€62) for
each material issue processed against a MILSTRIP requistion
[Ref. 4:p. L-1321. NAVCOMPT Form 2074 1s alco accompanied by
a matching Labor Roll/Materiazal Charges and Credits (NAVCOMPT
Form 20%81). NAVCOMPT 2051 1s used to effect charges to
apgropriations, subheads, allcoctments, and sub-allotments for
stock fund material issued and toc credit the Navy Stock Fund
for the total amount ¢f the charges [Ref. S:p. 6-1107.
NAVCOMPT 2074 is used tc report tc the accounting activity the
end-use material charges and credits reported on NAVCOMPT
2051. The Financial Deta:! Cards (NAVSUP 1162s) accompanying
NAVCOMPT 2074 are used to liquidate the outstanding obliga-

tions identified by *the document number and amount on each

detailed card.

()
b




C. EXPENDITURE PROCESSING AT FAADCPAC
When NAVCOMPT 2051 1i1s received at FARADCPAC, it 1is
processed throughk the Financial Reporting System (FRE) for

reporting up the Navy chain of command and to the Treasury.

This process 1is referred to as '"Register 8" killing. Under
"Register 8" orprocessing, all transactions are initially
chargeld tc the Type Commander's operating budget. The
individual expendizure will be recocrded to the approrriate

unit's account when the NAVCOMPT 2074s are processed through
the FRAM system.

NAVCOMPT 2C74s are received at FAADCPAZ in different media
forms. They arrive Iin tapes, cards, Nava! messages, listings
and floppy disce. They come with summaries and detailed
transactions. Pricr to loading the 2074 data to the Fleet
Resource Accounting Mccdule (FRAM) at FAADCPAC, a complete
reconciliation is conducted to ensure tha*t all the counts and
money value of the weekly details are balanced and matched
with the monthly summaries and details. Once 2074 data are
loaded to the FRAM, the process of matching expenditures with
obligations will begin.

The FREM system validates some data elements of the 2074

rior to the matching process. It checks for the validity of
the Unit Ident:fication Code (UIC), Fund Cocde, Julian Date
and Service Designator. It also checks for the compatibility
of fund code with UIC and Cognizance Symbol of the material

requisitioned. Any transactions that fail the wvalidation

12




process are rejected and appear on the expenditure error
listings.

All transactions that appear on the expenditure error
listings will be reviewed, investigated and corrected (if
possible) by the acceocunting technicians at the FIPC/RRER.
Unresolved +transactionsz will be returned *tc the billing
activity as a "bill-bacik". "Bill-back" 1is the process of
reversing the transacticn by charging the Navy Stock Fund and
crediting the Type Commander's operating budget.

pass the validation process wiil be
matched with outstzanding obliigations. The cutstanding obliga-
tions with matching expenditures will be liguidated and
corpleted. Unmatched expenditures will still! be charged and
reported tc the appropriate activity. Activities receiving
unmatched expenditures muct obligate additional money to cover
the charges, thus reducing their funcds available for otner
reguirements. These charges must be investigated and
challenged if they are 1nvalicd. Obligatiocons without matching

1 remain outstanding unti! the appropriation

ba-
[

expenditures w
iapses, which is normally 3 years fcr O8MN funds, and are then
merged to the successcor account (M account).

The Pacific fieet unit sends its Budge* Optar Report (BOR)
to FAADCPAC and the Type Commander (step 5 of illustration 1)
at the end of each month. The BOR contains the ship's total
obligations and the current balance of its available funds.

FARDCPAC sends the TYCOM's budget status and other financial

13




reports to the Type Commander (step 6 of illustration 1) also
at the end of the month. The fleet unit receives various
monthly financial listings from FAADCPAC (step 7 of illustra-

tion 1), which include the Snip's Filled Order Expenditure

"3

Data Lis*t (SFOEDL) that contains unmatched ervpenditures.
FAADCPAC 1s currently experiencing a high rate cf NSEBE

evpenditure errors. The main thrust of this research iz to

14




II1. RESEARCH METHODOLOGY

The purpose cf this study is to 1identify the problems
which prevent large numbers of eypenditure transactions from
processing through FARDCPAC's FRAM systerm. The research fcr

the study inciuded a review of appl:icable Navy menuals an

[o%

instructions, coli:ect-on and review of NSR expendiiure errcors,

personai anc te.ephone i1nterviews, and personal observations.

A. REVIEW OF NAVY PUBLICATIONS

In crder to uncerstand the flow of transactions which wac
discussed in Chapter II, it was necessary to review the
publicaticns and i1nstructions about fleet requissitioning and
billing procedures. The following publications were
consulted: Fipancial Management! Prccedures for SUADPS-2C7 and

1cation 540 [Ref. 17,

)

SUADPS-RV(207) RActivities (NAVSUP? Pub
BAfloa* Supp.y Procedures {(NAVSUP Publiication 485) Fef. 27,

Financial Management of Resources, Operating Forces (NAVSO

Publication 30123-2) [Ref. 3], Practical! Comptrollership, Navail

Postgraduate School! [Ref. 4], Financi Inventory Accounting,

Billing and Reporting (NAVCOMPT Manual Volume VIII) [Ref. 7],

SUADPS-AV(207) Support Procedures (NAVSUP? Publication 519)

Ref. €], SUADPS-207 Support Procedures (NAVSUP Publicaticrn

~—

522) [Ref. 7], and Rccounting Classifications (NAVCOMPT Manua!

Volume I1) [Ref. 87, These manuals contain detailed




information about fleet requisiticoning and billing

D(J
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applicable to NSA transactiorncs.
The data bases of the Defense Technical Information Center

< - : 1

(DTIC)., Alexancdr:.a, Virginia anc the Naval Postgraduate School

th

b e

:f othe:

V3
(o3

library, Monterey Cal-.forniia were cconsulted t2

B. COLLECTION AKRD REVIEW OF NSAR EXPENDITURE ERRORS

The regearchne: pu.led NSL expenditure error listings for

S1x ConsecutIve monthe and studied wny they were rejected by
the FEAM systerm during the va._daticrn process Trhe prccessing
arnd scrrecticn cf erronecucs expenditure transactions were alsc
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C. INTERVIEWS

The 1nitia. 1nterview process began piricr <o the reviews
cf puk.lications and expencditure errcr listings. I+ was done
tz digrtusc the problems cited i1in rmAaDCERT's requez+t for this

e managers and technicians who weorked I the

expenditure secticn cf TARDCPAC were late: ccrntacted
personally and by telephore during the research periocd Tre
perzonnel 1involved 1n prccecssing NER expend:tures at the

[
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IV. DATA COLLECTION AND ANALYSIS

This chapter describes the process of collecting
expenditure error data and the method used to analyze the
data. NSA expenditure errors fcr six consecutive months
(December 1989 - May 90) were used as the sample in conducting
the analys:is. There were 17,225 NSA expenditures received at
FAADCPAC that did not pass the validation process during this
sixn month period. The main reason that prevented large
numbers of expenditures from processing through FAADCPAC's
FRAM system was the use of wrong fund codes by afloat units

in requisitioning materialcs.

A. DATA COLLECTION

The data utilized in this analysis were collected from the
NSk expenditure error listings which were produced by the FRAM
system at FAADCPAC. As mentioned in Chapter II, the FRAM
system has an editing function that validates several data
elements of the input expenditure document, including the
following: UIC, fund code, Julian Date of the document
number, compatibility of fund code with UIC, and compatibility
cf fund code with selected COG. 1t generates a monthly error
listing, which contains individual expenditures that failed
the validation process. There were 17,225 NSA expenditure
errors from December 1989 to May 19%0. These were used as

the sample to conduct the anaiysis.
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The erroneous expenditures were coded by the natures of
errors. They were grouped intoc four types, namely, errors in
the fund code, UIC, Julian date and serial number.

Fund code errors include a valid fund code that 1is not
authorized to be used by the requisitioning unit, a fund code
not authorized to be used in ordering selected type cof
materials and an invalid fund code (fund code not listed in
NAVSC P-3013-2).

UIC errors include an invalid UIC (UIC not iisted in
Chapter 5 of NAVCOMPT Manual Volume 1I), a valid UIC not
serviced by FAADCPAC (UIC not listed in FAADCPAC's Fleet
Bccounting Dictionary List), 2 wrong service designator code
‘e.g., V (Atlantic Fleet units) or N (Shore activitiec) vice
R (Pacific Fleet units)] and a missing character in UIC and/or
service designator blocks.

Julian date errors may involive Julian dates outside the
period for which obligation and disbursement of funds is
authorized. They also include invalid Julian dates, such as
a fiscal year with more than 366 days and a2 missing character
in the Julian date block.

Serial number errors are errcrs on the serial block of
the document, such as missing characters in the four digit
serial number.

Aft-r all expenditures in the error listings were coced
by the natures of errors, they were sorted and summarized by

requisitioning activity and by the types of error. A summary

20




of NSA expenditure errors (Table 1) was developed. It
contains the nature and number of errors, total charges and
credits, and total money value. A list of activities (UICs)
with over 25 errors during that six month period (Table 2) was
also developed. This list shows the total number of discrep-
ancies in descending order, the UIC, and the natures of the
errors. Bnother table (Table 232) similar to Table 2 was
created for Special Accounting Class (SAC) 207 ships. Table
3 was presented, in order to separate the SAC 207 ships'

errors from the others.

B. DATA ANALYSIS

The purpose of this study was tc find the causes which
prevented large numbers of expenditure documents from being
processed by the FRAM system and to ident:fy the activities
which contributed mcst of the problems. Examinations of all
the data collected (see Tatlie 1) show that approximately 83
percent of the tota. errorz were due to wrong fund codes. A
comparison of the totalis for Tables 2 and 2 shows tha*t 52.6
percent of the total fund code errors originated from Special
Accounting Class (SAC) 207 ships.

1. Assumptions

In analyzing the data, two assumptions were made.

First, 1t was assumed that the COG on the expenditure
document was correct, because it was validated and corrected,

if necessary, at the stock point when the requisition was

21




TABLE 1

SUMMARY OF NSA EXPENDITURE ERRORS (DEC 89 - MAY 90)

Type of Error Number Percentage
Fund code 14,321 83.1%
Unit Identification Code 2,584 15.0%
Julian Date 306 1.8%
Serial Number 14 .1%

Total 17,225 100.0%

Charges and Credits Number Percentage
Charges 13,642 79.2%
Credits 3,583 _20.8%

Total 17,225 100.0%

Dollar Value (Net of Charges anc Credits) = $§ 10,644,111.02
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TABLE 2

NSA EXPENDITURE ERRORS > 25 (DEC 89 - MAY 90)

Activity Ulc Type and Number of Errors

Fund Code

Total End-Use* UIC Date Serialf Total

Css-17 R53886 3,444 0 3 o 3,447
SSN-725 R21367 1,014 (980) 0 0 0 1,014
SSN-701 R20826 730 (720) 7 0 0 737
Cv-41 R03341 529 (455) 2 17 0 548
LCC-19 RO5840 410 0 1 0 411
VA-127 ROB956 379 5 6 ¢ 390
SSN-680 R20043 367 (366) 0 0 0 367
NavResCon R52731%*x 0 311 0 0 311
SSN-721 R21100 301 (293) 1 0 0 302
LKA-116 R0O5847 248 0 3 0 251
AD-42 R21047 239 (235) 0 0 0 239
AFS-7 R20118 206 (183) 0 0 0 206
ASR-21 R20143 179 0 2 0 181
Cv-61 RO3361 175 (144) 0 1 0 178
CV-64 R03364 163 ( &9) 0 2 0 165
LPH-3 R07351 149 (147) 0 0 0 149
SSN-752 R21413 140 (114) 0 0 0 140
FltTrnGrp R57063 140 0 0 e 140
vQ-3 R09923 132 1 0 2 135
Cv-62 R03362 134 ( 60) 0 0 0 134
SSN-603 RO5111 131 ( 32) 0 0 0 131
VT ACFT R52993 130 (130) 0 0 0 130
MALS-13 R57082 126 ( 69) 1 1 0 128
BAO-107 R0O4807** 0 127 0 0 127
MS0-427 RO7957 123 0 0 0 123
MALS-11 RO9111 106 ( 71) 1 5 0 112
SSN-665 R05147 111 (103) 0 0 0 111
AS-37 R20132 109 ( 82) 0 0 0 109
AS-41 R21118 109 ( 81) 0 0 0 109
LHA-3 R20633 106 (102) 0 0 0 106
Cv-65 RO3365 106 ( 74) 0 0 0 106
MALS-39 R09808 104 ( 44) 0 0 0 104
FF-1054 R54049 98 0 0 0 98
HSL-31 R52783 97 0 0 0 97
MALS-12 R0O9112 88 ( 63) 0 0 0 88
SSN-621 R05127 82 ( 80) 0 0 0 82
Cv-68 RO3368 75 ( 66) 0 4 0 79
FFG-60 R21391 79 0 0 0 79
MALS-24 R09124 75 ( 68) 1 0 0 76
LPH-10 R0O719%8 75 ( 64) 0 0 0 75
SSN-754 R21463 73  ( 41) 2 0 0 75
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Activity

ILM-41
AS-19
CGN-35
LPH-11
FFG-9
LHA-1
CVN-70
RE-25
VXE-6
VFA-125
AFS-4
MALS-16
SSN-677
MALS-36
SSN-594
VX-4
SSN-713
ARS-52

MC AirSta

Vp-1
SSN-613
AGF-11
AFE-3
SSN-652
HMM-161
SSN-662
AFS-1
FFG-25
ARD-30
SSN-612
SSN-683
SIMA SF
AD-43

NAS ALAMED

AOR-1
SBEU-21
FF-1055
LSD-42
Va-122

SIMA PEARL

FFG-38
AO-145

UIC

R68828
R0O4629
R52712
R07202
R21033
R20550
R20963
R0O8301
RO9589*x*
R09485
RO5835
RO9116
R05725
R0O9136
RO5057
R0S830
R20994
R21579*%
R62974
R09618
ROS5121
RO7194
R0O5834
R0O5139
R0S440
ROS5143
R0O5831
R2097¢8
R0O5380
R05120
R20345
R68831
R21063
RQ0236
R05849
R42221
R54050
R21804%**
R0S9355
R68251
R21105
RO5905**

TABLE 2 (CONTINUED)

__Fund Code

Total End-Use* UIC

Date Serial$ Total

70
71 ( 66)
68
65 ( 63)
67
65 ( 59)
63 ( 29)
60
0
48
55
53
46
52
48
2
48 ( 4s6)
0
16
44
44 ( 36)
44
43 ( 17)
36 ( 34)
0
27 ( 22)
40
40
39 ( 33)
38 ( 34)
37
1
32 ( 16)
31
19
27
31
0
19
19 ( 10)
26
0
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75
71
70
67
67
65
65
63
63
56
55
55
52
52
48
48
4¢€
46
46
45
44
44
43
41
41
40
40
40
39
38
37
37
32
31
31
31
31
30
28
28
27
26




TABLE 2 (CONTINUED)

Activity UlcC Type and Number of Errors

Fund Code

Total End-Use* UIC Date Serial$ Tota:

AOK-5 R20124 22 4 0 0 26
SIMA SD R65918 26 ( 19) 0 0 0 26
HML-267 RO9159 2 0 23 0 25
FFG-10 R21034 25 0 c 0 25
cc-52 R21345 25 0 0 0 25
TOTAL 12,716 (5,641) 794 140 3 13,653

*x %

Numbers in parentheses in the End-Use column represent
cases 1in which SAC 207 ships used end-use fund codes
instead of their own codes. These numbers are included
also in the Total columns.

Not in FAADCPAC's fleet accounting master dictionary
list
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SAC 207 NSA EXPENDITURE ERRORS > 25 (DEC 89 - MAY 90)

Activity

SSN-725
SSN-701
Cv-41
SSN-680
SSN-721
AD-42
AFS-7
Ccv-¢61
CV-64
LPH-3
SSN-752
Cv-62
SSN-603
VT ACFT
MALS-13
MALS-11
SSN-665
RS-37
AS-41
LHA-3
CV-65
MALS-39
MALS-12
SSN-621
Cv-68
MALS-:4
LPH-10
SSN-754
AS-19
LPH-11
LHA-1
CVN-70
VFA-125
AFS-4
MALS-16
SSN-677
MALS-36
SSN-594
SSN-713

uIcC

R21367
R20826
R03341
R20043
R21100
R21047
R20118
R0O3361
R03364
R0O7351
R21413
R03362
RO5111
R52993
R57082
RO9111
R0O5147
R20132
R21118
R20633
RO3365
R0O9808
RO9112
R0O5127
R0336¢&
R09124
R0O7198
R21463
R04629
R07202
R20550
R20993
R0 9485
RO5835
R0O9116
R05725
RO9136
R0O5057
R20994

TABLE 3

Type and Number of Errors

Fund Code

Total End-Use* UIC Date Serial# Total

1,014
730
529
367
301
239
206
175
163
149
140
134
131
130
126
106
111
109
109
106
106
104

88
82
75
75
75
73
71
65
65
63
48
55
53
46
52
48
48

(980) O 0 0 1,014
(720) 7 0 0 737
(455) 2 17 0 548
(366) O 0 0 367
(293) 1 0 0 302
(235) 0 0 0 239
(183) 0 0 0 206
(144) © 1 0 178
( 69) © 2 0 165
(147) 0 0 0 149
(114) © 0 0 140
( 60) 0 0 0 134
( 32) © 0 0 131
(130) © 0 o 130
( 69) 1 1 0 128
( 71) 1 5 0 112
(103) © 0 0 111
( 82) © 0 0 109
( 81) © 0 0 109
(102) © 0 0 106
( 74) O 0 0 106
( 44) © 0 0 104
( 63) © 0 0 88
(80) O 0 0 82
( 66) O 4 0 79
( 68) 1 0 0 76
( 64) O 0 0 75
( 41) 2 0 0 75
( 66) 2 3 0 71
( 63) 0O 2 0 67
( 59) © 0 0 65
( 29) 2 0 0 65
( 4) 3 5 0 56
( 41) O 0 0 55
( 50) 2 0 0 55
( 42) 6 0 0 52
( 37) 0 0 o 52 ‘
( 46) © 0 0 48
( 46) © 0 0 48
26




TABLE 3 (CONTINUED)

Activity UuIcC _ Type and Number of Errors

__Fund Code

Total End-Use* UIC Date Serialf# Total
SSN-613 R05121 44 ( 36) 0 0 0 44
AFS-3 R05834 43 ( 17) 0 0 0 43
SSN-652 R05139 36 ( 34) 5 0 0 41
SSN-662 R05143 27 ( 22) 13 0 0 40
ARD-30 R0O5380 39 ( 33) 0 ¢ 0 39
S3N-612 R05120 38 ( 34) 0 0 0 38
AD-43 R21063 32 ( 16) 0 0 0 32
VA-122 R0O9355 1% ( 1) 8 1 0 28
SIMA PEARL R68251 19 ( 10) 9 0 0 <8
SIMA SD R65918 26 (19) _© 0 0 26
TOTAL 6,690 (5,641) 65 41 0 6,793

* Numbers in parentheses in the End-Use column represent

cases in which SAC 207 ships used end-use fund codes

instead of their own codes. These numbers are included
also in the Total columns.
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processed. Second, 1t was assumed that FAADCPAC's Fleet
Master Dictionary was updated and contained the correct
data necessary to validate the data elements in the
expenditure documents. The UICs and authorized fund codes of
the activities with greater than 25 errors were used to test
this assumption. The UICs were checked with FAADCPAC's fleet
master dictionary and the list of the Navy UICs in Chapter 5
of NAVCOMPT Manual Volume II ([Ref. 8] to ensure that the
dictionary contains a complete and correct list of Pacific
Fleet UICs. The fund codes listed in the fleet master
dictionary for the same UICs (with greater than 25 errors)
were verified against the list of authorized fund codes in
NAVSO P-3013-2 [Ref. 3] to ensure that they are also correct.
There was no discrepancy found in either the UICs or the fund
codes.
2. NSA Expenditure Documents Received and Errors

The expenditure documents that FAADCPAC receives every
week are held until the end of the month for reconciliation
with the monthly summaries and details, as discussed in
Chapter I1. They are loaded into the FRAM system on the first
week of the following month and the expenditure error listing
is created thereafter. Therefore, the current month's errors
are from the batch of expenditures (NAVCOMPT 2074s) that were
received in the previous month. For example, the NAVCOMPT
2074s for the month of March were locaded on BApril and the

errors appeared on the April expenditure error listings.
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In order to get the percentage of error, the number
of errors has tc be compared with the number of expenditures
received. There was difficulity in getting reliable counte of

1

si1X consecutive months' 2074s that can be compared with the

months were used 1in the comparison.

1]

errors, so only thre
There were €7¢€,487 NSA expenditures (2074s) received from
Januvary to March with 7,680 errors. This shows that
approx:mately 1.14 percent of the tota. NSA expenditures
contained invalid data that prevented them from processing
through the FRAM system. The percentage of error may appear
to be low, but the actual vclume of transactions and tota!l
doliar value involved are large enough to reguire special
management attention at FAADCFAC.
3. Nature of Errors
Table 1 shows the summary of NSA expenditure errors.

There were 17,255 errcrs from December 21989 to May 1990. A

(PN}

breakdown of these discrepancies is ac folilows: 14,321 in
the fund code, 2,384 :n the UIC, 306 in the Julian date and
14 in the serial number. The monthly average number of NSA

erxpenditure errors that FAADCPAC processed was approximately

2,870. A further discussion of each type of error is provided

below.
a. Fund Code
Table 4 shows the O&MN fund ccdes commonly used
by the ships, staffs and aflcat commands of the Pacific
Fleet It is noted that every Type Commander has its own fund

29




sn)

TOMIVd SWOWS X¥Y¥OaIdl UnY

(V1L IUD/MVIANINER) nIsdY QY

<X
<8
448
44

dn
an

ah
«2

-

aw
43

a4
4u

-

(s0)

(XX 87Qey 02g)

#$ONINL 40 mOILIVLYOLSNVLL

EfE L 5 2 %

13

(12 4]

LA WE0N43U/NOIIVION X3RO AVE

H

e
wE

({44

SHINIVEL OV

19
ki
14
I

-

-

o

-
-

ki ]

™

(138

ANALNINS SaSwd 1003 GIEVEIENe

(RIVATEA)SIVOR QMY LIVVD 2D1AEAS -

uw
b1

-

1284

N1B GV YIIAVED

Le

CA .

cs
£a
[y |

-

{ex)

SRDIANSS JOVIINCO/TVLMTE 4OV

T 3ou])

- u
-- xA
- ua
-- -
-- no
-- "n
-- au
- »s
°0/10 -
oI/11  ~—~
oe/ip -~

(¢} (0)

22434084 TVEN 20

FUUIINIVY GV (00 000° 0009

- 10°9000°S18) SOILOOMIVIND UORIN
(5180 S41IRS NIV4SN amv

FUIANIL) AOM - SINVE UIvasy VB

L3314 DIJI0OVd dHL 40 SLINN Ad

p J71dVL

(2780 S4INS UIVASE QMY
MAUNIL) ACN -~ SEICVMNSNAD VSN

asn

C-£T10E€-d OSAVN JO IA 919vFy

:22IN0S

ATvo 3o8i-{l vojiejadorddy e seilddy ,,
(Atwg eeg 337y

4 sA aa
av ¥ Qv
48 30 a9
48 36 Qu
448 34 04
] M an
a0 a ao
48 a Mlh
F ¢} l a1
a8 -— e
an an aw
a3 ' et
44 34 Q4
& T &
(8
n -
-y
i B g
[ 24
= 1
g 3 m
-
-
fd
3 a
e § &
3}
m. F

-

¥
e

i3] BE ¢ % & ¢

18g 821

YA
va

£ 333

1821

(¢ tv) ()

TYNNAIYN 3dLi YSu FIEVIDISNOD

WY AV-80N VEN

t
4

i MR RuEas N " AN A ©®

W ooN4

s 17 ]
ese vuIsg
ofeya veg vule

NV LLDWYIRY
~¥OJ44aNBAYR

47408 LA W0
VEVIINDD
IVERIN0D
NEDOLAVINDD

JVANNBBAYID
oD IMEAVINDD

VT NAVINDO
* W IVAWR OO
NS ATHNO
JVMITUANNIDD

JNEBATNOO
NEBLMOY
JNEWG U

NN
AIAINAMLD
FENONLD

wWoLS

d40J 53000 ANNA NW3O

30




0Oy

(90) (vi)

TAANL NIMOVY SWi

(%]
[ 3]
[ 1]

Xy
19

29

a9
uy

29
vy

(T¥DI3IUO-NON

TVILNGSSI-NON-NIWIY) QTvd

/1 G3Sve 3¥OMS

4€
1Y
2C
14

e
~ e~

-~ 1AL

wa1nda/inaws 1003
LN¥1d TVIULSHUNI

/1 N3

oY
(1]

6N
6n

oA
[ 3}

(1]
[ 21

64
(1}

(L)

(43HI0 104}

WaHlU SAINYDIWENT ¥ TI0 ‘ WnaToNlad

pe®awiolx 30

o -~
8A  ~-
| 1] --
'Y -
[} ] -
L 1] Le
M -
N (N
o Ln
R -~ -
[ ] L1
._.- -
(L] (R
s [% 3
6u -
[} &}
(1¢) (oK)
[Ty x
i oS
2 3
» »
co£
“w m
: 3
: z
[, ]
=z
]

1 ]
s
s

$ L

e

NIINVYRD LJVEIMIV TVIDAdE - 1IAVNL

ff "3od] Z-€10€-d OSAVN JO IA ofgel - 00aNn0g

sdoyd ATTemaou Juu 829 YOITUA 981147300 /Ppuremod peseq 830ys Kq Ajuo pesp /7
vedordee T v Atuo 9081-LT voOlIetadoaddy oa seyiddy -m
(41w o8 33025)

e £ U S UOU 1 «c0B8)a
ues vuis
- - - A A XA M A aa LA SA A T obsja veg v\gs
e . I T - T NDILOuVINY
~¥4Qdddngavn
-~ - - - Y - - (A ov ¥ Y w [ 4 4740V INL WO
- - - - AS - - A8 ns 18 [ 1] s t IVENULINOD
bl — -- - AS - - At ne 49 st ue [ 4 VI
rd - td T4 Ad - i Ad od i | 1 w4 [ 4 IVAIQIAVMIDD
[ L] - [4 ] in i - - AN [¢]] i SN e T JIVLLINNBAVYENDD
- - t4Y 1a in —- - AD no - sn L [1] T e IVANINSAYHIDD
mm == mm s ee ee eo e ee ee e em € OVASIVAVNMOO
- - - -— AR R - (¥ 3 nx -— S L P Y 1 4 VAU TVAVNNO
- - 1 1 &1 -~ - Al a1 43 §1 | ¢ [4 IV AYNEDD
- mm s me e e em ee e m o T NaIvavDd
== == == e AL == em ee em em ee e ¢ ovesosmn
(4] - W 18] Am - - AN aw i [ 1) s [4 VLS OBU0
(4] - s 13 I $ - - AL at -  §3 us 4 IVLRDg D
.- - - - a4 - - A od - 1 2} L 2] ¢ ATEIVONID
1 4] - - - AM - - A m 4 1] n [ 4 A34Iv41D
e e T Ou t 1135veon1d
(eZ) (0T) LLT) (9T) (ST) (vE) (ET} (TT) (TT) (OT) (6X) (BT) (LY) HOJAL
x = X2 ™ N0 O 1% o 0w -
= ] 2 S %a 3 g% § 83 2 a3 m > M
n m £ °>» 9 =3 A [ 8 &5 RA mm
REEEE RE B BN
2 ¢ > s 3 ] S 6n o H
- w >\ 6 =3 5 &8 2
m 2 T4 ~u>» w @ s Z
[2] a2 »< g ~ w D on e |
» a =wn > m S &« 32 o]
o nwo « o e » n “m w L
> zc a~ e - - -
“ ~ 4 e u u u H -
bl “ “ m m u - » “
o m - Z o~ WW >
32 3e & 8 33 3
53 %35 &3 AT
el 3 2 7 =w »
Tt 3 3 D -
Lo - e -
A R | 33
o 3
2 £2
2

(AQINNTLNOD) b FIgvd

31



code(s), that is (are) assigned for each major category of
materials or services. Table S shows the SAC 207 fund codes,
which are used by SAC-207 ships when ordering materials from
shore supply activities. In light of the information in these
two tables, the assignment of the wrong fund code on a
regulsition document can cause the expencditure to be clarged
to the wrong Type Commander, wrong category cf material or
wrong type cf fund.

From all the data that were collected for
analysis, there were 14,321 fund code errors, which accounted

for 83.1 percent of totzl errors, as shown in Table 1. The

LAt

examination of the transactions from activities with greater
than 25 errors during the six menth period (see Table 2)
indicated that the majority of the fund code errors came from
SAC 207 ships. Further analysis was conducted on SAC 207
activities with greater than 25 errors (see Table 3).

Thics showed that 84.3 percent (5,642/669C) cf the fund code
errors were due to the assignment of end-use (vice 207) fund
codes when reguisitioning materials from shore supply
activities. SAC 207 activities are required to use SAC 207
fund codes, which are chargeable to Navy Stock Fund, when
requisitioning materials from shore supply activities. The
assignment of end-use fund codes cause the material expendi-
tures to be charged to Operation and Maintenance, Navy (O&MN)

funds.
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TABLE 5

SPECIAL ACCOUNTING CLASS (SAC) 207 FUND CODES

Fund Code Cog S ol
CcZ 1%, 3H
DZ 1z
GZ iQ
Jz 72, 7G, 7H, 7Z, 7N
¥z All Other 9 and 5 Cogs
(Except 9X & 5R)
RZ ir, 5R
Uz 9¥
VZ 7F

Source: Appendix 2 of NAVSUP P-542 [Ref. 1]
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There were other types of fund code errors round
in the sample, such as a fund code incompatible with the COG
and UIC. Most of these errorc were due to the assignment of
a different Type Commander's fund code on the requisition
document. Anothe:r common preilem was the use of a Depot Level
Repairable (DLR) fund code or a non-DLR material requisiticen
or 2 non-DLR fund cede for DLR 1tems. The 3,444 errors for
CS8S-17 (R5388€6), shown in Takle 2, was a "one time" prokiem
of assigning fund codes which were authorizecd for repair ships
only. C88-17 1s one of the submarine squadrons and not a
repair shigp.

The fcllowing are possible implications of fund
code related errcrs:

I. Expenditures may be charged to the wrong operating
budget cr Type Commancder. This can happen when an error
is made on the first position of the 2-digi* fund code.
The £first position of the fleet unit's fund code
generally tells the billing activity which Type
Commander to charge for the expenditure.

Expenditures may e recorded £for the wrong type of
materials. BRl*though this error does not affect the
balance of available funds, it does cause 1naccuracy in
the <cost accounting for different categories of
materials. It can happen when the error occurs on the
second position of the 2-digit fund code, which

identifies the type of material or service the money is
being spent for.

r

(0

Expenditures may be charged to the wrong type of fund.
The use of end-use vice 207 fund codes by SAC 207 ships
when they order their materials from shore supply
activities can cause the expenditures to be charged to
appropriated funds (normalliy to O&MN) instead cf the
Navy Stock Fund.

4. Expenditures cannot be processed through the FRAM system
to match and ligquidate the outstanding obiigations.
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b. Unit Identification Code (UIC)

UIC-related probliems accounted for 15 percent
(2,584) of the total! errors (17,225). There are 639 errors
(324 UICs) due to invalid UICs, 436 due to missing service
designator codes on the expenditure documents, and 1,509 (259
UICs) due tc the wrong FIPC/AAR for a UIC. 1Invalid UICs are
those noct listed 4in Chapter &, Volume II of the Navy
Comptroller Manual. Most expenditures with invalid UICs and
missing service designator codes appear to be due simply to
typographical errors.

Some expenditures for activities other than
Pacific Fleet units were inccrrectly forwarded to FAADCPAC
because they had been assigned a service designatocr code "R"
(meaning Pacific Fleet unit) instead of the correct code.

The UIC related errors can cause the expenditures
to be charged to the wrong activity(UIC) and Type Commanderﬂ
This type of problem normally takes longer to correct because
of the difficulty of 1identifying the originator of the
requisition document. The UIC errors, like all other errors,
prevent the expenditures from processing through the FRAM
system to match and liquidate outstanding obligations.

c. Julian Date

There were 306 Julian date discrepancies (1.8
percent of the total). The number is very small in compari-
son with fund code and UIC problems. They were mostly typo-

graphical errors, which included missing characters and dates
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over 366 days in a given fiscal year. There were some
expenditures for past years that were received after the
cutoff date for disbursement of those yearcs' appropriations.
In this cazce, if the expenditure is valid, it is paid with
money from the "M" account.

d. Serial Number

+3

here were only 14 errorec cue tc serial! number
discrepancies (.. percent). They were missing one c¢r more
characters on the fcour character tlock and appeared to be
typographical errors.

4. Credit Transactions

Th=

O

rrcy listings contained large numbers cf credit
transacticns. 0f the total 17,225 expenditure errors from
December to May, 13,642 (79.2 percent) were charges and 3,583
(20.8 percent) were credits (negative expenditures). Crccs
totals of charges and credits separately were nct computed;
fowever, the net value (charges minus credits) of the expendi-
ture errors from December 1989 to May 199C was found to be
$10.6 million. Further investigation showed that most of the

credits were the results of excess materials returned by

at units to the supply shore activities. The rest cof the

1]
rh
[
Q

4

credit transactions were mainly adjustments tc the original
expenditure/billing documents. There was no indication that
the mere fact that they were credit transactions contributed

to the problem. They were rejected fcr the same reasons that

3€




the charges failed the validation process (e.g., wrong fund

code, invalid UIC, etc.).
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V. CCNCLUCIGHS AND RECOMMENDATIONS

A. CONCLUSIONS

Analysis of the collected data shows that the largest
numbers of NSA expenditure errors at FAADCPAC were caused by
the use of the wrong fund codes by'the fleet units when they
requisitioned their materials from the shore supply
activities. The fund code errors accounted for 83 percent of
the total discrepancies. The remaining 17 percent was divided
among the other three types of errors, in UICs, in Julian
dates and in serial numbers. Most of the fund code errors
were committed by SAC 207 ships, whose main failure was the
use of end-use, instead of SAC 207 fund codes when they
prepared and submitted their requisitions for materials to
shore supply activities.

The fund code, UIC, Julian date and serial number are part
of the information on the requisition document, which informa-
tion is provided by the fleet units and used by the shore
supply activities as input data in the requisition and
accounting processes. The errors in these data elemeats are
carried over from the supply activity, which processes the
requisition and issues the materials, to FAADCPAC, which
receives and process the expenditures/billings. These input
errors prevent the expenditure transactions from processing

through the FRAM system.
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Those four types of errors significantly delay the NSA
expenditure process and contribute to the amount of
undistributed dicsbursements (payments which have not been
matched with their corresponding obligations). The UIC and
fund code errors can also cause the material charges to be
charged to the wrong operating budget or Type Commander, wrong

type of materials or wrong type cf funds.

B. RECOMMENDATIONS

In order to minimize the number of NSA expenditure errors
and to improve the current accounting process, five recommen-
dations are provided. The first three are corrective and the
last two are preventive measures.

1. VFBADCPAC should produce a monthly statistical summary
of the NSA expenditure errors for internal use. The data
should include, at a minimum, the activities listed by UICs,
the numbers and types of errors for each activity, and their
dollar value. This would provide the managers at FAADCPAC
with the basic tool necessary to identify specific problems
and the activities which cause them. It could be used as a
"score card” to evaluate and monitcr the performance of each
activity. The distribution of these data to units affected,
via their Type Commander, would be a way of informing them of
the discrepancies and might stimulate competition among units
striving for performance awards an? lead to the reduction of

erroneous transactions.
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2. FAADCPAC should mechanize the proces of correcting
expenditure errors. It needs to look at tne possibility ot
using its computers to correct the errors. Integration of
the computer systems may be necessary to accomplish this
objective. For example, in order to £find the missing
character of the Julian date in an expenditure documernt, the
correction program should be able to read it from the
obligation records, which may be located in a different data
base or computer system at FAADCPAC. Also, to loock for the
correct fund code, there are lists of authorized fund codes
for each activity, which are available from the data base that
contains the fleet master dictionary. The efficient automa-
tion of the correction process would reduce the man-hours
being spent by the accounting technicians in resolving
expenditure problems.

3. Blthough FAARDCPAC's accounting technicians are
currently doing well in processing expenditure error, there
may be some occasions when shortage of personnel or unusually
large numbers of expenditure errors may cause a huge backlog.
In this situation, a "dollar value" criterion should be used
in correcting erroneous transactions. This means that the
accounting technicians need to process the high money value
item first. This method can keep the dollar value of
undistributed disbursements to the minimum at any given time.

4. FAADCPAC should conduct additional training on

requisition preparation for supply personnel on board ships.
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Supply personnel who prepare the requisition documents must
be tuily trained 1n the proper assignment ot MILSTRIP codes,
especially the fund codes, in order to prevent expenditure
errors. This cculd be done by the FARADCPAC's Fleet Assist
Team, which wvisits the ships to preovide assictance and
training.

5. FAADCPAC should sponsor or conduct a cost/benefit
analysis of having an edit/validation program at the Navy

stock points. The prcgram should be designed, like the one

h

at FAADCPAC, toc check the validity of the fund code, UIC, and
Julian date and the compatibility of fund code with UIC and
COG when the requisitions are processed at the shore supply
activities. I1f this could be efficiently implemented, it
could help to identify and correct the problems at an early
stage of the process, when the originator and the causes of
these errors could easily be traced. This program could

minimize the expenditure errors at FAARDCPAC and other Navy

accounting activities.
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